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COST ACCOUNTING STANDARDS BOARD
Two pronouncements regarding Cost Accounting Standards 403 and 404 appeared
i n the 3/3/80 F ed. Reg., pp.13721-23. The Board has issued Interpretation
No. 1 to CAS 403 dealing with the Allocation of Home Office Expense to
Segments, with respect to the way State and local income and franchise taxes
are to be allocated. Taxes of any particular jurisdiction are to be allocated
only to those segments that do business in that jurisdiction, where there
is more than one segment in a taxing jurisdiction taxes are to be allocated
on the same basis as is used to determine taxable income. The Board has also
amended CAS 404 which deals with written policies for capitalization of
tangible assets by changing the minimum acquisition cost criterion from
$500 to $1000 in order to conform with present economic conditions. The
change to CAS 403 is effective 3/3/80 while the change to CAS 404 is
effective 12/20/80. For additional information contact Bertold Bodenheimer
at 202/275-5508.
COUNCIL ON WAGE AND PRICE STABILITY
1979 high energy costs were blamed on higher crude oil prices and some noncompliance by certain oil companies, according to a recent report by the
CWPS. The report was prepared by CWPS Director Robert Russell who noted
that the 27 oil companies supplying data on prices and profits, eight
appeared to have violated the guidelines and received Notices of Probable
Noncompliance. The report, apparently agreeing with the position of the
oil industry, states that the "rise in oil company profits during the
first program year comes mainly from production and exploration in
foreign refinery operations — not from domestic refinery operations."
A recent critical report by the Democratic Study Group (Wash. Report 2/25/80)
concluded that "publicly available data generally do not provide enough
information with which to distinguish domestic profits from foreign
earnings, and that domestic profits are probably greater than those accounted
for in oil company reports."
The interim final standards for financial institutions and providers of
insurance, issued 1/8/80, has been adopted as a final standard by the Council,
(see the 3/7/80 F ed. Reg., pp.14838-41). Although several comments were
received no substantial changes were made from the interim standards. The
financial institutions standards include a limitation that profits should
not exceed the best 3 years out of the past 5 years, or alternatively that
cash dividends for the 12 months beginning 1/1/80 should not exceed 107%
of dividends for the previous 12 months. Also a limitation of 3 1/2% was set
for increases in service charges. The standards for providers of insurance
require that premiums for medical and dental insurance quoted after 1/1/80
be determined in accordance with the standard for deceleration of inflation
trend factors specified in the standard. The effective date for these
standards is 3/7/80. For further information contact Arthur Corazzini at
202/456-7730.
FARMERS HOME ADMINISTRATION
Regulations pertaining to recordkeeping requirements for emergency loan borrowers
has recently been amended by the Administration (see the 3/4/80 F e d . Reg.,
p.14017). The revision will require borrowers receiving emergency loans of
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$100,000 or more to use a recordkeeping system that provides a monthly cash
flew statement, a change in financial position statement, balance sheets
and in income statement. The rule is effective as of 3/4/80. For further
information contact Roger Witt at 202/447-6257.
FEDERAL COMMUNICATIONS COMMISSION
A wide ranging reexamination of radio regulations by the Commission is a
result of the inquiry and proposed rulemaking of 9/6/79. On the basis
of current market data the Commission found that it might be feasible to
rely on competitive radio market forces and structural regulatory tools
to assure the public interest benefits the regulations are designed to
achieve. Specifically the proposal includes elimination of detailed
consideration of precise amounts of nonentertainment programing, specific
requirements on ascertaining community problems and needs, policies
limiting commercial message time and station log-keeping requirements.
Comments, pro and con, on the proposal are sought by 3/25/80, BC Docket
No. 79-219; FCC 79-518.
In a related matter, the Commission is requesting comments on five
options for increasing the diversity of children’s television programing.
Further, comment and analysis is sought on the Children's Television
Task Force Report presented to the Commission 10/30/79. Comments are
due 6/2/80, Docket 19142; FCC 79-851.
FEDERAL TRADE COMMISSION
A change in the reporting requirements of premerger notification rules
has been published by the Commission (see the 3/5/80 F ed. Reg., pp.14205-06.)
The change will require those contemplating mergers, who are required to
report revenue data about product lines, to use 1977 data rather than the
1972 data currently required. The amendment provides a 60-day transition
period, ending on 5/3/80, during which either 1972 or 1977 data may
be submitted. The effective data is 3/5/80. For additional information
contact Joan S. Truitt at 202/523-3894.
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
Legislation protecting the privacy of medical records kept by health care
facilities (HR 5935) has been approved, 26-8, by the House Government
Operations Committee. The bill, sponsored by Richardson Preyer (D-NC)
would guarantee patients the right to inspect medical records about them
selves and to seek correction of those records. Additionally, it would
require medical facilities to inform patients of recordkeeping practices
and set restrictions on the disclosure of medical information both with
and without a patient's consent. HR 3935 must be approved by the House
Commerce and Ways and Means Committees before it can be cleared for House
floor action. On the Senate side, the Governmental Affairs Committee plans
to mark up a similar medical records privacy bill (S.503) in April. That
bill, sponsored by Sen. Jacob Javits (R-NY) also must be approved by the
Senate Judiciary Committee.
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LABOR, DEPARTMENT OF
The establishment of a single agency for the administration of Titles I and
IV of ERISA, and, as much of the IR Code provisions that can be trans
ferred to a single agency, has been adopted by members of the D O L ’s
Advisory Council on Employee Welfare and Pension Benefit Plans. The
primary purpose of a consolidated agency would be to develop a unified
national policy regarding retirement and private sector employee benefit
plans and to assume a preeminent role regarding federal regulation of
employee benefit plans. Additionally, the Department is working on
several regulations to update the council on the progress of the Labor
Department, including proposed cyclical reporting requirements for small
plans. Other regulations include the suspension of benefits, individual
benefit report and recordkeeping requirements, and a modified form of
reporting for bank master trusts.
NATIONAL CREDIT UNION ADMINISTRATION
An interpretative ruling and policy statement dealing with representation of
credit unions by individuals has been published by the Administration (see
the 3/5/80 F e d . Reg., pp.14202-04.)
It sets certain prerequisites for
being a credit union representative and amplifies on the requirement for
audits by licensed auditors. The ruling is effective as of 3/7/80. For
more information contact Mike Fischer at 202/357-1065.
SECURITIES AND EXCHANGE COMMISSION
The SEC announced the adoption of rules 464 and 475a; amendments to rules 473,
477 and 485 and amendments to Form S-8 relating to registration of
securities to be offered to employees pursuant to certain plans (see
the 2/29/80 F e d . Reg., pp.13438-41). The new and amended rules and
amended form are intended to provide a means whereby all filings on
Form S-8 (both pre and post effective) will become effective automatically,
without affirmative action on the part of the Commission or its staff.
Effective date for these changes will be 30 days after their publication
in the Federal Register. For additional information contact William
Toomey at 202/272-2573.
A Monitoring Report on experimental Form S-18 Registration Statement has been
released by the SEC's Directorate of Economic and Policy Research. Form
S-18, adopted in 4/79, was intended to provide small issuers with less
burdensome access to the capital markets, while still affording the protection
of registering the securities to be issued. Among the major findings of the
report were the following: Form S-18 offerings of public stock for 1979
aggregated approximately $45 million; Form S-l has been substantially displaced
by S-18 as a means of registering smaller initial public offerings of cannon
stock; there is a substantial difference in processing time between Form
S-18 and Form S-l; and all of the Form S-18 initial public offerings were
managed by Regional, rather than National, broker-dealers.
The comment period for the re-evaluation of the Guides for the Preparation and
Filing of Registration Statements and Reports has been extended to 3/21/80,
(see the 3/6/80 F ed. Reg., p.14595). The review has been undertaken to
monitor the effectiveness of the guides and to identify obsolescence or
inconsistency with existing rules, regulations and forms. For further
information contact Catherine Collins or Bruce S. Mendelsohn at 202/272-2589.
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TREASURY, DEPARTMENT OF
Non-compliance by the cash basis sole proprietorship has become a high
priority enforcement problem in recent weeks. Publicly, the IRS has
supported HR 5460, the "Independent Contractors Act of 1979" which would,
among other provisions, require persons using independent contractors to
withhold 10% of the amount to be paid.
(Wash. Report 12/3/79 and 1/2/80).
Privately, the IRS has increased the number of agents and instituted
changes in the manner in which certain returns are chosen for review
and potential audit. This marks a discernable shift in focus for the
IRS, from partnerships and tax shelters, to the cash basis sole proprietor
ship. The IRS apparently believes that it has sufficiently loaded the
court docket with enough partnership/tax shelter cases involving varied
issues to eventually accomplish its purpose, i.e. eliminate certain
"abusive tax shelters". On the other hand, the IRS is thought to view
noncompliance by cash basis sole proprietorships to be potentially as
high as 50%.
The administration's $2.3 billion revenue sharing program is stalled in the
Treasury Department's Office of Revenue Sharing as the Executive Branch
and State and local governments attempt to reach a compromise on the
composition and duties of the proposed state commissions. The creation
of the commissions, to see that local governments' share of responsibility
matches their funding levels, was the deciding factor in the administration's
decision to renew the program. State and local governments were pleased
with the administration's decision to renew the program, but the National
Governors Association has now broken ranks with local counterparts to
argue that the commissions would add unnecessary red tape and expense
to the program. The Governors object to the proposed composition of the
commissions, which would require nine members to be appointed by local
governments and eight members to be appointed by the Governors. Both the
governor and state legislature would be required to respond to commission
recommendations, by enacting legislation necessary to implement such
recommendations. The present proposal lists 20 different reporting require
ments and directs the commissions' agendas and provides for suspension of
payments when filing deadlines are missed.
The asset structure in the motor vehicle manufacturing industry will be the
subject of a study by the Treasury Department's Office of Industrial
Economics in order to update their classification under the Class Life
Asset Depreciation Range System. An OIE spokesman told a 3/4/80 meeting
of auto manufacturers and major accounting firm representatives that data
from the study would be used to make an enlightened projection of what
capital replacements should be in the future. OIE which is under the
Office of the Assistant Secretary for Tax Policy plans to submit its
recommendations to the assistant secretary as early as 3/81, the projected
completion date of the study. In assessing the major technological and
economic issues relating to the depreciation guidelines, Treasury said
it will analyze the effects of government regulation, foreign competition,
and the rate of implementation of technology in the motor vehicle industry.
OIE has also recently commenced studies of the depreciation guidelines for
glass, glasswares, food, and tobacco, rubber and plastic and telecommunications
industries.
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Regulations amending 26 CFR 48, sec. 48.4221-2 (c) (1), which provide for the tax
treatment for articles exempt under section 4221a of the Code, have been
finalized by the IRS (see the 3/3/80 Fed. Reg., p. 13728). The "exemption"
in 4221 with respect ot articles sold by the manufacturer to a purchaser
for resale to a second purchaser for use by the purchaser in future
manufacture will cease six months after the sale or delivery, which ever
is first. Without proof of such sale, the manufacturer is liable for the
tax applicable at the time of the sale. The rule is effective for tax
free sales made after 12/31/58.
For additional information contact
Kyllikki Kusma at 202/566-3287.
SPECIAL: VINSON-TRAMMELL: AMENDMENTS OR REPEAL?
Amendment or repeal of the Vinson-Trammell Act becomes more likely amid
continued Administration and Congressional pressure for a change. This
1934 Act limits profits on contracts and subcontracts to 10% for naval
vessels and parts and to 12% on military aircraft parts. Critics believe
that the Act is seriously outdated, and according to affected industries
spokesmen, would precipitate a wholesale refusal on the part of many
subcontractors to accept orders covered under the Act because of the
extensive record-keeping and profit limitation requirements. The AICPA's
Subcommittee on Federal Acquisition has submitted a letter of comment
to IRS on Rules Implementing Vinson-Trammell Act and will present oral
comments to the IRS in Washington, D.C. on 3/13/80.

For additional information contact
Gina Rosasco, Jim Kovakas, Nick Nichols
or Teresa Travers
202/872-8190
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